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Mr. STEVENS, from the Committee on Governmental Affairs,
submitted the following

REPORT

[To accompany S. 1376]

I. PURPOSE

The purpose of S. 1376, the Corporate Subsidy Review, Reform
and Termination Act of 1995, is to create a Commission to fairly
and independently review corporate subsidies and make rec-
ommendations to the President and the Congress for the retention,
reform or termination of such subsidies.

ITI. BACKGROUND

The question of whether the Federal government should be pro-
viding subsidies to private, profit-making entities, and if so, what
type of subsidies, has been an issue for many years. There have
been recent efforts in the private sector to review corporate sub-
sidies in a comprehensive manner. In May 1995, the Cato Institute
issued a list of the corporate subsidies that it identified as ripe for
termination by Congress. The Progressive Policy Institute also pub-
lished a list of corporate subsidies it believes should be eliminated.

Senator McCain offered an amendment on October 26, 1995, dur-
ing the Senate’s consideration of Budget Reconciliation to eliminate
12 corporate subsidies that had been identified by Cato and the
Progressive Policy Institute as amongst the most egregious. A point
of order was raised that the amendment was not germane. The
Senate failed to waive the point of order by a vote of 25 yeas to
74 nays. This led to the introduction of S. 1376.
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These actions led the Committee to take action on S. 1376. The
creation of an independent, bi-partisan Commission is designed to
ensure that all Federal subsidies will be considered on their merits.
If subsidies are warranted, they will withstand this scrutiny. A
Commission will provide for a comprehensive and fair review
through a process free from political pressures.

III. LEGISLATIVE HISTORY

S. 1376, the Corporate Subsidy Review, Reform and Termination
Act of 1995, was introduced on November 1, 1995 by Senator
McCain (for himself and Senators Thompson, Kerry, Feingold, Ken-
X%Fy, and Coats) and referred to the Committee on Governmental

airs.

HEARING

On March 5, 1996, the Committee held a hearing on the bill. The
following witnesses appeared to present testimony on S. 1376: The
Honorable John McCain, U.S. Senate, Arizona; the Honorable Fred
Thompson, U.S. Senate, Tennessee; Stephen Moore, Executive Di-
rector, Cato Institute; Robert J. Shapiro, Founder and Vice Presi-
dent, Progressive Policy Institute; Martha Phillips, Executive Di-
rector, Concord Coalition Citizen’s Council; and Ann MecBride,
President, Common Cause.

Senator McCain testified that since the nation’s annual deficit
and accumulated debt have forced Congress to make changes to so-
cial welfare programs it is only fair to make the corporate sector
share the burden of budget cuts. Senator McCain, in support of cre-
ating a Commission as necessary to the process of eliminating cor-
porate subsidies, stated:

An independent Commission with privileged and expe-
dited procedures to ensure congressional action would
depoliticize the process, guarantee that the pain is shared,
and might be the only realistic means of achieving the
meaningful reform that the public and our dire fiscal cir-
cumstances demand.

Senator McCain, as part of the hearing discussion and when intro-
ducing S. 1376 emphasized that the goal of the Commission is not
to increase revenues or create new taxes. Rather, the Commission
is designed to conduct a review and formulate recommendations to
reform programs or policies that result in inequitable advantages
for special interest groups.

Senator Thompson testified to the need for comprehensive legis-
lation to address the issue of subsidies in a consistent manner. He
noted that although progress has been made in some areas, the
current process is piecemeal. Requiring the President and Congress
to appoint Commissioners with expertise in the relevant areas, and
forcing the President and Congress to review the Commission’s rec-
ommendations would make it more difficult to ignore the work of
this Commission. He stated,

Enactment of this legislation will demonstrate that Con-
gress and the Executive branch are serious about address-
ing and correcting a system which the American public as
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a whole sees as benefitting the few with access and influ-
ence, rather than serving the general public good.

Mr. Moore focused on the issue of spending. He recommended the
Commission have a targeted amount of spending reduction and
urged having the Commission concentrate on the spending side of
the equation, rather than tax loopholes. In his opinion, corporate
welfare was defined as “a specific targeted benefit the government
is giving to a specific company or specific industry.” As an example,
he did not view a cut in the capital gains tax rate as a corporate
subsidy because it did not benefit only one industry or company.
During questioning, Mr. Moore noted that, in his experience, there
is general agreement between groups on the left, middle and right
of the philosophical spectrum as to the most egregious examples of
corporate welfare which warrant modification or termination.

Mr. Shapiro likened Federal corporate subsidies to trade protec-
tions, which can artificially raise an industry’s rate of return,
thereby weakening market incentives for firms to become more effi-
cient and productive. He also noted that subsidies create disadvan-
tages for firms not receiving the subsidy and that the subsidies are
largely found in sectors central to the commodity and manufactur-
ing based economy of the past, while information-based businesses
receive fewer subsidies. In addition, he estimated that of the $53
billion in spending and tax subsidies that the Progressive Policy In-
stitute proposed for elimination, $16 billion in net benefits sub-
sidies cost the lower four-fifths of income earners approximately $7
billion a year. He acknowledged that some subsidies serve an im-
portant public policy function; however, once a program created to
serve a legitimate public purpose has served its purpose, the con-
tinuance of the subsidy makes it an artificial subsidy which should
be eliminated.

Martha Phillips of the Concord Coalition Citizens’ Council, testi-
fied both on the conceptual aspects and the mechanics of S. 1376.
The Concord Coalition, a grassroots educational organization sup-
porting a balanced Federal budget, is chaired by former Senators
Warren Rudman of New Hampshire and Paul Tsongas of Massa-
chusetts. Ms. Phillips testified that the process established under
S. 1376 should not be a one-time process, but that the Commission
should issue consecutive sets of recommendations over a period of
time, rather than all at once. She felt that having no dollar target
for savings was a better approach than choosing an arbitrary figure
which may not be reached, since critics might focus solely on the
dollar savings rather than the progress in eliminating unnecessary
subsidies. Ms. Phillips made a suggestion that recommendations
from the agencies to Congress he submitted as one bill rather than
a series of bills. The budget reconciliation process was highlighted
as one example.

Ann McBride of Common Cause also pointed out that “to address
corporate welfare is not simply a congressional problem” but also
one where the President must take a stand as well.

At the hearing, Chairman Stevens raised a concern regarding
how the Commission would address the varied and complex consid-
erations that led to the enactment of a payment, benefit, service or
tax advantage that might be considered a corporate subsidy. He
noted that some Federal subsidies may have been established in re-
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sponse to other decisions made by Congress and approved by the
President. For example, some subsidies are provided to offset re-
quirements imposed on an industry by the Federal government.
The U.S. shipping laws require that U.S. flag vessels carrying
goods from the United States to foreign ports use an American
built ship with an American crew. A subsidy is provided by the
Federal government in this instance to offset the additional cost of
the regulation. Without the subsidy, the public policy purpose for
the regulation would not be achieved. To remove the subsidy with-
out removing or reducing the regulatory burden could put the U.S.
flag shipping industry out of the foreign trade business. Chairman
Stevens held that for the Commission to conduct a complete review,
it should be tasked with examining the original rationale for the
subsidies and any related effects of reforms or termination of those
subsidies, and should include those findings in its deliberations. A
section was included in the Committee substitute amendment to
address this issue.

Senator Levin raised a number of concerns during the hearing,
many of which have been addressed in the Committee substitute.
His concerns included the need to clarify and narrow the Commis-
sion’s mandate to focus on corporate entities; exclude from consid-
eration such matters as education, worker safety, and unfair trade
practices; increase bipartisan Congressional participation in the
nomination process for individual Commissioners; and lengthen the
specified deadlines for Commission recommendations, Presidential
review and Congressional deliberation to provide time to examine
the issues. Senator Levin also expressed strong reservations about
the time limits on Senate debate and the lack of subject matter re-
strictions on Senate floor amendments, should a bill reducing cor-
porate subsidies be brought before the full Senate.

DISCUSSION

S. 1376 as amended creates a nine-member Commission to rec-
ommend which Federal corporate subsidies, including tax advan-
tages, should be retained, reformed or terminated. Three of the
members of the Commission are appointed by the President (one of
which the President will appoint as Chairman); two are appointed
by the Speaker of the House, one is appointed by the House Minor-
ity Leader, two are appointed by the Senate Majority Leader, and
one is appointed by the Senate Minority Leader. The President and
Members of Congress responsible for making the appointments
shall consult with each other prior to making their appointments
to ensure a board and fair representation of views on the Commis-
sion. The process for establishment of the Commission shall termi-
nate if the President does not submit three names to the Senate
after the January 1997 inauguration and prior to January 31,
1997.

The head of each Federal agency is required to submit by April
1, 1997 or the date the budget documents are submitted to Con-
gress in 1997, whichever is earlier, a list identifying all programs
or tax laws that the head of the department or agency determines
provide inequitable subsidies. The list must include a detailed de-
scription of the program or tax law in question, a statement detail-
ing the extent to which the payment, benefit, service, or tax advan-
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tage meets the criteria of a “inequitable Federal subsidy” as identi-
fied in Section 4 of S. 1376, a statement summarizing the legisla-
tive history and purpose for the subsidy as well as the laws related
to the subsidy, and a recommendation regarding the subsidy identi-
fied.

Subsidies benefiting several groups of entities are explicitly ex-
cluded by Section 4(1)(A) and (B) from those Federal subsidies that
may be reviewed by the Commission. The excluded subsidies are
those that benefit non-profit organizations meeting the require-
ments of section 501(c)(3) and 501(a) of the Internal Revenue Code,
state governments, local governments, and Indian Tribes.

An inequitable Federal subsidy is defined as a payment, benefit,
service or tax advantage that is provided by the Federal govern-
ment to a corporation, partnership, joint venture, association, or
business trust without a reasonable expectation that there would
be a return or benefit to the public at least as large as the pay-
ment, benefit, service, or tax advantage. It is intended that in cal-
culating the return and benefits to the public, the Commission con-
sider both monetary and non-monetary benefits. In addition, the in-
equitable Federal subsidy must provide an unfair competitive ad-
vantage or financial windfall and may not include the following:

(1) certain research and development awards.

(2) items which primarily benefit the public health, safety,
the environment or education,

(3) items necessary to comply with international trade or
treaty obligations,

(4) items certified by the U.S. Trade Representative as nec-
essary, or

(5) items for the procurement of property or services by the
Federal government.

The definition of an “inequitable Federal subsidy” includes an ex-
emption for certain research and development. It was agreed that
research and development activities that met four criteria are ex-
empt from the Commission’s review. The criteria are enumerated
in Section 4(4)(A) as follows:

(i) “research and development in the broad public interest award-
ed on the basis of a peer review or other open, competitive, merit-
based procedure.” This recognizes that some research and develop-
ment activities may provide a large private return, but only a small
return to the public; and these are not exempt from review by the
Commission. Further, this is intended to ensure that research and
development activities that received a direct funding grant, either
within an agency’s budgetary discretion or through a line-item ap-
propriation, or in some other way were not competitively awarded,
are subject to review by the Commission.

(i1) “is for a purpose consistent with the mission of the agency.”
This is to ensure that the research and development activities are
appropriate for the agency in its role within the Federal govern-
ment.

(iii) “supports competing technologies at levels appropriate to
their potential, as determined by an appropriate priority setting
process.” This recognizes that some technologies may receive sup-
port to the detriment of technologies that compete with them be-
cause of influence by powerful allies, or for reasons that, while pos-
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sibly once valid, are no longer valid. This provision attempts to en-
sure that the technology options selected by an agency went
through a reasoned priority selection.

(iv) “research and development that the private sector cannot
reasonably be expected to undertake without Federal support at a
level or in a time frame consistent with the payment, benefit, serv-
ice, or tax advantage’s potential to provide broad economic or other
public benefit.” This provision recognizes that the private sector
can and should conduct research and development; however, there
are legitimate reasons for Federal subsidies to the private sector as
an incentive to achieve certain public policy objectives. Federal
funding may be necessary to offset financial risks and market fail-
ures in financing research and development, may be key in speed-
ing up certain research and development, or may otherwise add to
the activity by providing additional resources. In an era of intense
global competition, such Federal support can play a crucial role in
reaping the broad public rewards of research and development.

The exclusion in Section 4(4)(B) for subsides primarily benefiting
“public health, safety, the environment and education” is intended
to be interpreted broadly to exclude, for example, health care sub-
sidies, worker safety programs, work-study education and job train-
ing programs, and similar Federal activities.

The Committee also took special note of the Federal govern-
ment’s role in the area of international trade. In establishing the
Commission’s review of Federal subsidies, it is not the Committee’s
intent to unduly disadvantage U.S. business interests as they com-
pete in the international marketplace. It is recognized that foreign
governments frequently subsidize business interests in their own
countries. Eliminating a particular program or subsidy might make
sense in a purely domestic context, but such action could place U.S.
company at a severe disadvantage when competing with a foreign
company which has the benefit of a subsidy from its government.
A U.S. government subsidy may have been instituted in order to
offset a similar subsidy to foreign competitors by foreign govern-
ments, with the intent of leveling the playing field for U.S. indus-
try. To eliminate such a subsidy not only affects the direct U.S.
business interests in global competition, but also reduces the lever-
age of the U.S. government in trade negotiations. Having matched
a foreign government subsidy, the U.S. government may call for ne-
gotiations to mutually end the practice.

Section 4(4)(C) exempts from the definition of “inequitable Fed-
eral subsidy” any payment, benefit, service or tax advantage that
“is necessary to comply with international trade or treaty obliga-
tions.” This recognizes that the U.S. government has entered into
a variety of international trade agreements and international trea-
ties that are not subject to review by the Commission. The cir-
cumstances and rationale leading to any such agreement are not
the concern of the Commission. If the U.S. is a party to an inter-
national trade agreement or an international treaty, that obligation
must be met.

Section 4(4)(D) provides an exemption from the definition of “in-
equitable federal subsidy” for any payment, benefit, service, or tax
advantage that “is certified by the United States Trade Representa-
tive as specifically intended and as substantially needed to protect
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the foreign trade interests of the United States.” As part of its
agency plan under Section 6(a)(3), the United States Trade Rep-
resentative (USTR) is specifically required to survey all federally
supported international trade programs for certification under
4(4)(D). This ensures that the USTR will report to the Commission
not only on international trade programs under its direct jurisdic-
tion but will play a role in reviewing trade-related programs
throughout the Federal government.

The USTR is responsible for directing all trade negotiations and
formulating trade policy for the United States. Utilizing the exper-
tise of that office to review all trade programs will ensure that U.S.
trade interests are protected. A concern was expressed that in iden-
tifying subsidies in the international arena, a foreign country
might be in a position to challenge U.S. trade policies within the
World Trade Organization. The possibility was raised that Con-
gress merely considering a subsidy for elimination could be cited by
a foreign country as evidence that the “payment, benefit, or tax ad-
vantage” was not legitimate or justified. The USTR is the organiza-
tion within the Executive Branch that will be sensitive to the po-
tential for global trade challenges. The inclusion of USTR in re-
viewing and certifying a subsidy as “specifically intended and as
substantially needed to protect the foreign trade interests of the
United States” adds needed flexibility to ensure that the important
objective of the legislation does not have an unintended con-
sequence of handicapping U.S. trade policy.

The USTR will provide the Commission with a detailed state-
ment of the reasons each program was or was not certified under
the test of “specifically intended and as substantially needed.” This
explanation will provide a better understanding of the rationale
used by the USTR in reaching its determination on the merits of
each program.

The Commission is required to hold public hearings on the rec-
ommendations included in the lists provided by the head of each
agency. All testimony presented before the Commission at a public
hearing shall be given under oath. No later than November 30,
1997, the Commission shall submit a report to the President con-
taining the Commission’s findings and recommendations for termi-
nation, modification, or retention of each of the inequitable Federal
subsidies. Once the report has been presented to the President, the
Commission is required to provide to any Member of Congress,
upon request, the information used by the Commission in making
its recommendations.

By December 31, 1997, the President must report to the Commis-
sion and to Congress on approval or disapproval of the Commis-
sion’s recommendations. If the President approves all the rec-
ommendations, the President certifies such approval and submits
the recommendations to the Congress. If the President disapproves
of the recommendations, in whole or in part, the President must re-
port to the Commission and the Congress the reasons for that dis-
approval. The Commission must then no later than February 1,
1998, submit a revised list of recommendations to the President. If
the President fails to certify to Congress his approval of the entire
package of recommendations by February 15, 1998, the process is
terminated.
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If the President submits the Commission’s recommendations to
the Congress, expedited procedures are established for consider-
ation in accordance with the rules of each House similar to those
rules governing consideration of Budget Reconciliation.

COMMITTEE ACTION

The Committee considered S. 1376 at a business meeting held
July 25, 1996. Chairman Stevens (for himself and Senators McCain
and Thompson) presented an amendment in the nature of a sub-
stitute.

The Stevens-McCain-Thompson substitute made several changes
in the procedural process of the bill and incorporated language to
address the Federal government’s role in research and develop-
ment, trade, public health and safety, environment and education
programs. Of particular importance to Senators Glenn and
Lieberman was the inclusion of language they proposed detailing
the treatment of research and development and trade programs.

Without objection, two technical corrections were made in the
substitute amendment; and it was adopted by voice vote.

Senator Levin offered a series of four amendments to S. 1376 as
amended by the substitute.

(1) In the definition of “inequitable Federal subsidy”, he moved
to strike the word “entity” and insert a “corporation, partnership,
joint venture, association, or business trust”. The change is in-
tended to focus the Commission’s review on established business
interests, as opposed to individuals or sole proprietors. The term
“association” is intended to be interpreted broadly to include not
only particular businesses such as a savings and loan association,
but also trade associations and other collections of individual com-
panies or industries that may receive inequitable Federal subsidies.

(2) In the definition of “inequitable Federal subsidy”, he moved
to insert language stating that in determining whether a corporate
subsidy is “inequitable,” the Commission may consider both quan-
tifiable and nonquantifiable benefits. This change would make it
clear that the Commission should look beyond dollar values to con-
sider intangible values.

(3) To strengthen the restriction on Senate floor amendments to
legislation modifying or terminating inequitable Federal subsidies
under the bill’s fast-track process, he moved to replace the “rel-
evancy” requirement with a “germaneness” requirement. This
stricter requirement is intended to ensure that Senate floor amend-
ments are confined to the subject matter already addressed in the
underlying legislation, in order to reduce the likelihood of extra-
neous amendments and to protect the rights of Senators to debate
important proposals that failed to win Committee approval.

Without objection, the first three Levin amendments were adopt-
ed en bloc by voice vote.

(4) To eliminate time restrictions on floor debate, Senator Levin
moved to strike the 30-hour limit for debate on the bill, the one-
hour limit for debate on first-degree amendments, and the half-
hour limit for debate on second degree amendments.

Stating opposition to the amendment, Senator McCain expressed
the concern that leaving the bill and amendments open to filibuster
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would effectively kill congressional action and reiterated the need
for some type of fast-track process.

Also stating opposition, Senator Thompson noted the well-vetted
procedures contained in the legislation for executive branch and
congressional review.

The Levin amendment to eliminate time restrictions was de-
feated on a roll call vote of 6 Yeas; Senators Cohen (by proxy),
Glenn, Levin, Pryor (by proxy), Akaka, and Dorgan (by proxy), and
7 Nays; Senators Stevens, Thompson, Domenici (by proxy), Coch-
ran (by proxy), McCain, Smith, and Lieberman.

In response to concerns that subsidy reforms may be hurried
through without comment on the floor, Chairman Stevens proposed
an amendment to permit extension of debate on an amendment be-
yond the one hour limit. Based on Section 305(b)(2) of the Budget
Act, this amendment permits extension of debate by the bill man-
ager, the Majority Leader or the Minority Leader. The extension
for debate on amendments occurs within the 30 hour overall limit
on debate. The Committee agreed to this by voice vote.

The Committee then voted to favorably report S. 1376, as amend-
ed, by a vote of 7 Yeas: Senators Stevens, Cohen (by proxy),
Thompson, Cochran (by proxy), McCain, Smith, Glenn, Lieberman,
and Akaka, to 1 Nay: Senators Levin, Roth (by proxy), Domenici
(by proxy), and Pryor (by proxy). When proxies are considered, the
Committee voted 9 to 4 in favor of the bill.

IV. SECTION-BY-SECTION ANALYSIS

Section 1. Title

This section states that the short title of the bill, and updates the
Act’s year to 1996.

Section 2. Findings

This Section lists Congressional findings. These state that some
circumstances, including abuse, obsolescence, and anti-competitive-
ness, can render a corporate subsidy undesirable or unnecessary.
The findings declare that such subsidies are unfair to taxpayers
and that Congress and the President have been incapable of sys-
tematically identifying and evaluating corporate subsidies, thus a
Commission is essential to a comprehensive review of the problem.

Section 3. Purpose

This section enunciates the purpose of the Act. The section was
modified from S. 1376 as introduced to emphasize that fairness and
deliberation are key characteristics of the procedure set up under
the bill and that the corporate subsidies to be targeted are those
that are unnecessary and inequitable.

Section 4. Definition

This section defines the corporate subsidies that the Commission
should review. This section only defines what is an “inequitable
Federal subsidy” because the intent of S. 1376 is to invite rec-
ommendations for the retention, reform or termination of a sub-
sidy; and forcing the characterization of a subsidy as “unnecessary”
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at the outset, could mistakenly suggest that termination is the pre-
ferred option under this Act.

The definition of an “inequitable Federal subsidy” as a payment,
benefit, service, or tax advantage provided by the Federal Govern-
ment and meeting certain criteria is meant to provide guidance to
the agencies as they prepare their lists and to the Commission as
it reviews the lists provided to it by Federal agencies and depart-
ments and as it performs its duties under Section 5(b).

Under Section 4(1), the Federal subsidies to be reviewed and sub-
ject to reform or termination are those provided to a “corporation,
partnership, joint venture, association, or business trust.” Individ-
uals were specifically excluded from this list.

Section 4(1)(A) and (B) expressly excludes organizations that are
taxed as nonprofits, state governments, local governments, and In-
dian Tribes.

Section 4(4) excludes certain categories from the review of the
Commission, as discussed earlier in this report.

Section 5. The Commission

This section describes the duties, scope and composition of the
Commission. Section 5(a) establishes the “Corporate Subsidy Re-
view, Reform and Termination Commission.” Section 5(b) outlines
its duties. The Commission’s first duty is to examine the Federal
Government’s programs and tax laws and through this process to
identify the programs and laws that provide “inequitable Federal
subsidies” as defined in Section 4.

Section 5(b) establishes the three duties of the Commission. The
Commission must examine the programs and tax laws of the fed-
eral government and identify those that provide inequitable federal
subsidies, as defined in Section 4 of this Act. The Commission must
review these inequitable federal subsidies. Then, the Commission
must submit a report with recommendations for the subsidies’ re-
tention, reform or termination that the Commission is required to
submit to the President and Congress pursuant to section 6(b).

Section 5(c) declares that this Act is not intended to result in the
creation of new programs or taxes, but rather to provide a review
of existing programs and tax laws in order that they may be fairly
and equitably utilized. The Commission is not permitted to rec-
ommend the termination of federal agencies or departments.

Section 5(d) states that the Commission to be one pursuant to
the Federal Advisory Committee Act (5 U.S.C. App.).

Section 5(e) outlines how the Commission members and staff will
be appointed. The Commission shall have nine members. The
President shall appoint three; the Speaker of the House of Rep-
resentatives shall appoint two; the Minority Leader of the House
of Representatives shall appoint one; the Senate Majority Leader
shall appoint two and the Senate Minority Leader shall appoint
one. Prior to the appointment of the Commissioners, the President,
the Speaker, the Senate Majority Leader and the Minority Leaders
of the House of Representatives and the Senate are required to
consult on the possible candidates for appointment. This is re-
quired in order to seek equitable representation of the various
points of view needed for a fair examination, review and report the
Commission is required to make under Section 5(b). Section 5(e)
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also provides that the Chairman is appointed by the President, and
the subsection establishes the expertise that the appointees as a
group are required to possess.

Section 5(f) provides that each Member of the Commission is to
serve until the termination of the Commission.

Section 5(g) states that the Commission must conduct its first
meeting no later than April 1, 1997. Each meeting must be open
to the public. The Chairman may close the meeting when classified
information, trade secrets or personnel matters are discussed. All
proceedings, information and deliberations of the Commission must
be available to the relevant Congressional Committees.

Section 5(h) provides that a vacancy on the Commission is to be
filled in the same manner as the original appointment.

Section 5(i) describes the rate of pay and the travel expenses of
each Commissioner and the Chairman.

Section 5(j) states that the Chairman is to appoint a Director and
that the Director cannot have served on any of the entities or in-
dustries that are likely to be subject to the Commission’s review.
The Director must submit periodic reports on administrative and
personnel matters to the Chairman of the Commission and the
Committee on Government Affairs in the Senate and the Commit-
tee on Governmental Reform and Oversight in the House of Rep-
resentatives.

Section 5(k) limits the number of personnel and analysts that
may be detailed from federal agencies that deal directly and indi-
rectly with the federal subsidies the Commission intends to review.
This subsection also limits staff size to 25, including detailees, un-
less the Commission first notifies the Committee on Governmental
Affairs in the Senate and the Committee on Government Reform
and Oversight in the House of Representatives. Also, the Comptrol-
ler General of the United States may provide assistance to the
Commission after consultation with Congress.

Section 5(1) permits the Commission to procure experts and con-
sultants, and, to the extent funds are available, lease space and ac-
quire personal property.

Section 5(m) authorizes the appropriation of funds to the Com-
mission as are necessary for the Commission to carry out its duties.
This subsection also authorizes such funds as are necessary for the
Comptroller General to carry out its duties outlined in the Act
under section 5(k) and section 6(b).

Section 6. Procedure for making recommendations to terminate cor-
porate subsidies

This section sets forth the actions required of Federal depart-
ments and agencies in preparing a list of inequitable Federal sub-
sidies to be submitted to the Commission for review. It provides
specific guidance for the contents of the list to include (1) a detailed
description of each program or tax law in question; (2) a statement
detailing the extent to which a payment, benefit, service, or tax ad-
vantage meets the definition of “inequitable Federal subsidy”; (3) a
statement summarizing the legislative history and purpose of such
payment, benefit, service, or tax advantage and the laws or policies
directly or indirectly giving rise to the need for the program or tax
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law; and (4) a recommendation to the Commission for its report to
the President and the Congress.

Section 6(a)(3) sets forth a special review requirement for the
United States Trade Representative to review and certify all Feder-
ally supported international trade programs in all Federal agen-
cies. The Trade Representative is required to provide a detailed
statement of the reasons a program or benefit is or is not specifi-
cally intended and substantially needed to protect the foreign trade
interests of the United States.

Section 6(b) Review and Recommendations by the Commission
establishes the process for review and reporting to the President
and Congress.

The Commission is required to conduct public hearings on the
agency recommendations, and the Comptroller General must assist
the Commission and also submit a report on the agency and de-
partment list to the Congress and the Commission. Changes that
add, delete or modify a payment, benefit, service, tax advantage on
the agency and department list must be reviewed at a public hear-
ing and justified in the Commission report to the President. This
section requires the Commission to report its findings in detail, dis-
cussing the effect of the recommendations on other policies and
laws. The Commission must submit these recommendations to the
President by November 30, 1997, and to the Congress, upon re-
quest, any time after submission to the President.

Section 6(c) covers the review of the Commission’s recommenda-
tions by the President. No later than December 31, 1997, the Presi-
dent must submit a report to the Commission containing the Presi-
dent’s approval or disapproval of the recommendations. If the
President approves all recommendations, he is to send certification
of approval to Congress along with the Commission recommenda-
tions. If he disapproves the recommendations in whole or in part,
he must submit his reasons to the Commission, which must submit
a revised list to him by February 1, 1998. The President must ap-
prove and certify an entire package of recommendations by Feb-
ruary 15, 1998 at the latest; otherwise the process established
under the Act is terminated.

Section 7. Congressional consideration

This section provides the procedures for congressional review of
the Commission’s recommendations if forwarded by the President.

Section 7(a) requires that if the President submits recommenda-
tions, they must be accompanied by information including the ra-
tionale for the recommendations and the estimated fiscal, economic
and budgetary impact of accepting them.

Section 7(b) requires the President to submit the recommenda-
tions on the same day to the Senate and the House of Representa-
tives. If either body is not in session, delivery is to the Secretary
of the Senate or the Clerk of the House. The recommendations are
to be printed in the Federal Register following submission.

Section 7(c) establishes the procedure for introduction of the rec-
ommendations as legislation. Within 14 calendar days in session
after the recommendations are received, the Senate Majority Lead-
er, or his designee, and the House Speaker, or his designee, must
introduce a bill or bills implementing the Commission’s rec-
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ommendations. The bill sponsors anticipate that the Majority Lead-
er or the Speaker would designate the Minority Leader in his re-
spective House of Congress if he is not interested in introducing
the measure. More than one bill must be introduced if that is nec-
essary to ensure that all recommendations will be reviewed by the
authorizing committee responsible for their implementation.

Section 7(d) provides for committee consideration of any legisla-
tion introduced. This section gives each respective authorizing com-
mittee 120 calendar days to review, modify and report on the bill
under its jurisdiction. After this period, if no action has been taken
by the authorizing committee to report the bill, the committee is
discharged from further consideration.

Section 7(e) provides for the Senate and Section 7(f) provides for
the House procedures after the time period of the authorizing com-
mittees has concluded. Upon reporting or discharge, all bills must
be referred to the Senate Governmental Affairs Committee or the
House Committee on Government Reform and Oversight. These
committees then have no more than 10 calendar days in session to
consolidate all bills into one piece of legislation and to report that
bill for consideration in their respective bodies.

Section 7(e) details the procedures for Senate floor consideration.
Debate in the Senate on the bill reported by the Governmental Af-
fairs Committee and all debatable motions and appeals, is limited
to no more than 30 hours, with a one hour limit on amendments
and a one half hour limit in second degree amendments. Other fast
track restrictions limit floor action, including a requirement that
all amendments be germane to the bill reported by the Govern-
mental Affairs Committee. The bill further sets a five-hour limit on
debate in the Senate on the conference report.

Section 7(f) details the procedures for consideration in the full
House of Representatives.

Section 7(g) clarifies that the special procedures set forth in the
legislation for the House of Representatives and the Senate are in
compliance with the rules of each House, and are subject to the
Constitutional power of either House to change its rules.

V. REGULATORY IMPACT STATEMENT

Paragraph 11(b)(1) of Rule XXVI of the Standing Rules of the
Senate requires that each report accompanying a bill evaluate “the
regulatory impact which would be incurred in carrying out the
bill.”

The Creation of the Corporate Subsidy Review, Reform and Ter-
mination Commission would not have a significant regulatory im-
pact on the public, nor would it constitute an undue regulatory bur-
den on any government agency. The legislation is submitted to cre-
ate a Commission to review a list of Federal subsidies put together
by the Federal agencies which administer them, make rec-
ommendations for their retention, reform or termination, and to re-
port to the President and Congress with those recommendations.
The legislation also provides procedures for the disposition of these
recommendations by the President and Congress.



14

VI. CBO CosT ESTIMATE

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, July 29, 1996.

Hon. TED STEVENS,
Chairman, Committee on Governmental Affairs, U.S. Senate, Wash-
ington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has re-
viewed S. 1376, the Corporate Subsidy Review, Reform, and Termi-
nation Act of 1996, as ordered reported by the Senate Committee
on Governmental Affairs on July 25, 1996. Assuming appropriation
of the necessary funds, CBO estimates that enacting S. 1376 would
increase costs to the federal government by between $3 million and
$3.5 million in fiscal year 1997, and by about $3 million in fiscal
year 1998. Because the bill would not affect direct spending or re-
ceipts, pay-as-you-go procedures would not apply.

Enacting this legislation could lead to the reform or elimination
of existing subsidies to businesses, and ultimately to significant
savings to the federal government. However, because any change
in existing subsidies would depend on future legislation, S. 1376
would have no direct budgetary impact aside from the administra-
tive costs mentioned above.

Bill Purpose.—S. 1376 would create a nine-member commission
to review and make recommendations on existing payments, bene-
fits, services, or tax advantages provided by the federal government
to businesses. The bill would exclude from review certain subsidies,
including those that benefit or support research and development,
public health and safety, the environment, education, foreign trade,
and certain competing technologies.

The bill would require each agency to identify, in its budget jus-
tifications for fiscal year 1998, all programs or tax laws that the
agency determines provide an inequitable subsidy. As part of that
process, the bill would require the Office of the United States
Trade Representative to review all foreign trade programs and to
certify which programs are necessary to protect foreign trade inter-
ests. By November 30, 1997, the commission would be required to
submit its recommendations for reform or termination to the Presi-
dent, who would then have until December 31 to accept or reject
the commission’s report. If the President rejects the report, the
commission would have until February 1, 1998, to submit a revised
list of recommendations. If the President does not accept the re-
vised list within 15 days, the review and reform process would ter-
minate. If either the first list or a revised list of recommendations
is approved, the Congress would consider a bill or bills implement-
ing those recommendations under procedures delineated in S. 1376.
The commission would terminate on September 1, 1998.

Commissioners would be paid for time spent performing commis-
sion business, as well as for any travel expenses. S. 1376 would
allow the commission to hire a staff director and up to 24 addi-
tional staffers. To exceed the limitation on the number of staffers,
the bill would require the commission to first notify the Committee
on Governmental Affairs of the Senate and the Committee on Gov-
ernment Reform and Oversight in the House. In addition, the bill
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would allow the commission to enter into an agreement with the
General Accounting Office (GAO) to detail GAO employees to the
commission.

Federal Budgetary Impact.—CBO estimates that implementing S.
1376 would cost the federal government between $3 million and
$3.5 million in fiscal year 1997 and about $3 million in fiscal year
1998, assuming appropriation of the necessary amounts. The esti-
mated total for 1997 includes about $2.3 million in costs to the
commission, about $0.3 million in costs to GAO, and between $0.5
million and $1 million in extra costs for other federal agencies. For
1998, the total includes about $2.4 million in costs to the commis-
sion, about $0.3 million in costs to GAO, and less than $0.5 million
for other federal agencies. The bill would authorize the appropria-
tion of such sums as may be necessary for the commission and
GAO to carry out their duties under the bill.

CBO assumes the commission would begin operation by March
1997 and continue until September 1998. The estimate for the com-
mission’s costs assumes a staff of 25 through January 1998. At that
time, the commission’s responsibilities would largely cease. Thus,
over the remaining seven months, CBO assumes the commission
would require fewer individuals. For the entire 18-month period of
its operation, CBO estimates that the commission would cost about
$4.7 million. The estimated costs are based on the bill’s provisions
for pay and travel and on costs of other federal commissions.

The cost of detailing GAO employees to the commission is uncer-
tain at this time because no agreement has been reached about the
number and level of staff to be assigned to support the work of the
commission. However, assuming that three to five senior employees
would be assigned for this purpose, estimated costs—including pay
and benefits—would range between $0.4 million and $0.8 million
through August 1998. We used the midpoint of this range in the
cost totals cited above.

Mandates Statement.—S. 1376 contains no intergovernmental or
private-sector mandates as defined in Public Law 104—4 and would
not affect the budgets of state, local, or tribal governments.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are John R. Righter and
Mary Maginniss (for federal costs), and Matthew Eyles (for the pri-
vate-sector impact).

Sincerely,
JUNE E. O’NEILL,
Director.

VII. ADMINISTRATION STATEMENT

The Committee requested the views of the Administration by let-
ter dated April 8, 1996, addressed to Alice M. Rivlin, Director, Of-
fice of Management and Budget. No response has been received.



VIII. ADDITIONAL VIEWS OF SENATOR WILLIAM V. ROTH,
JR.

The Corporate Subsidy Review, Reform, and Termination Act of
1996 will create a commission to identify and make recommenda-
tions on matters that are within the jurisdiction of the Senate
Committee on Finance and the House of Representatives’ Commit-
tee on Ways and Means. This work will be redundant and unneces-
sary. It is exactly the type of work that the Senate Committee on
Finance and the House of Representatives’ Committee on Ways and
Means has done in the past and will continue to do in the future.

Currently, the Senate Committee on Finance and the House of
Representatives’ Committee on Ways and Means are charged with
the responsibility of reviewing all “corporate loopholes”. Through
public hearings, research, and careful analysis, the committees are
able to identify whether or not a provision is in fact a corporate
loophole. In some instances, what may appear to be a corporate
loophole on its face, is, in fact, not a corporate loophole. The Cor-
porate Subsidy Review, Reform, and Termination Act of 1969 does
not provide for the same level of detailed analysis.

In the Balanced Budget Act of 1995, the Senate Finance Commit-
tee and the Ways and Means Committee proposed closing more
than $56.2 billion of corporate loopholes over a 10-year period.
Similarly, in the Small Business Job Protection Act of 1996, the
committees proposed closing more than $25.4 billion of corporate
loopholes over a 10-year period. These corporate loopholes included
such items as: the disallowance of the interest deduction for cor-
porate-owned life insurance policy loans, repeal of the tax breaks
for companies doing business in Puerto Rico, elimination of the in-
terest allocation exception for certain nonfinancial corporation, re-
peal of the bad debt reserve deduction for thrift institutions, and
the repeal of the business exclusion for energy subsidies. The com-
mittees continue to search for other corporate loopholes and de-
velop appropriate modifications to the Internal Revenue Code.

Because the commission will be reviewing matters within the ju-
risdiction of the Senate Committee on Finance, the Senate Commit-
tee on Finance has requested sequential referral of this bill. To
date, the committee has not received a response to its request.

BiLL RoTH.

(16)



IX. MINORITY VIEWS OF SENATOR CARL LEVIN

I voted against S. 1376 in committee, not because I oppose the
bill’s purpose, but because the fast-track procedures used by the
bill create a legislative freight train that could ride roughshod over
important programs without the usual opportunities for debate.

This bill seeks to create a legislative process similar to the one
used to recommend military base closings. The bill would use this
process to identify and eliminate “inequitable” federal corporate
subsidies. The goal is a laudable one. The problem is that what one
Senator sees as inequitable corporate welfare, another sees as a
critical, cost-effective program.

The bill tries to address this problem by establishing a process
that encourages thoughtful analysis of the problem. The process
would begin with agency recommendations, include public hearings
and GAO analyses, and require a preliminary list of Commission
recommendations subject to Presidential review, before producing a
final list of Commission recommendations that the President would
have to accept or reject without change. If the President decided to
forward the Commission recommendations to Congress, the bill
would require prompt introduction of one or more bills implement-
ing the recommendations, a 120-day limit on Committee review,
consolidation of all Committee-reported bills into a single legisla-
tive vehicle, and prompt placement of that legislation on the cal-
endar of the full Senate.

These procedures are designed to force development of a com-
prehensive proposal to reduce corporate welfare and bring that pro-
posal to the full Senate for consideration, and I have no quarrel
with them up to the point described.

What I do have a quarrel with is what happens when this legis-
lative freight train hits the Senate floor. In addition to fast-track
procedures to get the legislation onto the Senate calendar, S. 1376
would limit Senate consideration of that legislation, no matter how
far-reaching, to a total of 30 hours, including a 1-hour time limit
on any amendment. It would also limit Senate consideration of any
conference report to a total of 5 hours. It is these time limits on
Senate debate that threaten adequate debate of important issues.

To understand the nature of the threat, it helps to know that,
when introduced, S. 1376 contained no subject matter limitations
on the amendments that could be offered to the corporate subsidy
bill during Senate floor debate. The bill’s blanket 1-hour time limit
applied to every amendment no matter what topic was addressed,
from abortion, to gun control, the minimum wage, Medicare, you-
name-it. When it was brought to the attention of the bill sponsors
that this provision opened the door to loading down the bill with
controversial amendments unrelated to reducing corporate sub-
sidies, the committee substitute to S. 1376 added a relevancy re-
quirement for Senate floor amendments. During markup, the Com-

amn
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mittee further restricted Senate floor amendments by accepting my
amendment to replace the relevancy requirement with a germane-
ness requirement.

But even this germaneness restriction is not enough. The bound-
aries of germaneness have recently become less certain. Germane-
ness would not, for example, necessarily bar Senate floor amend-
ments addressing topics not included in the underlying bill. An
amendment could possibly be ruled germane if, for example, it
sought to reinstate a Commission recommendation eliminated in
committee, or presented a proposal that had been offered during
markup, but failed to win committee approval. Amendments to
eliminate or reduce vital programs, which were rejected in commit-
tee, could possibly be deemed germane and presented on the Sen-
ate floor with a 1-hour time limit on debate. Senators supporting
the attacked programs would not be protected with the rights of de-
bate available under the normal rules of the Senate.

These floor amendments could target a wide range of federal pro-
grams, benefits, services and tax provisions with provisions that
might not have been recommended by the Commission or any com-
mittee. Potentially hundreds of federal activities could be elimi-
nated or modified by floor amendments with an automatic 1-hour
limit on debate. The potential list includes, for example, disaster
loans, low-cost electricity programs; tax advantages for
empowerment zones; small business tax provisions and support
programs; farm programs; tax incentives for historic structures; tax
assistance to meet requirements of the Americans with Disabilities
Act; veterans programs; child care tax provisions; transportation
tax provisions and support programs; low income housing pro-
grams; Bureau of Reclamation irrigation programs; manufacturing
support programs; road and timber programs in national forests;
and so on.

The list of possible targets is long and varied, and I could sup-
port reforms for many of them, but that’s not the point. The point
is that supporters of the targeted programs could have one hour or
less to defend them. That’s the bill’s intent, and it strikes at the
heart of the Senate’s traditional deliberative process which values
the rights of the minority as well as the rights of the majority.

It’s one thing to force the Senate to face a difficult issue by en-
suring that a bill comes to the Senate floor. It’s another to severely
limit debate in the Senate when addressing far reaching legisla-
tion.

S. 1376 seems to provide each floor amendment with an hour of
debate, but we all know that if a substantial number of amend-
ments were to be offered on the floor, the allotted time per amend-
ment would quickly shrink, as happened this year with other fast-
track bills. The bill’s overall 30-hour limit means that we could eas-
ily end up voting on numerous, complex or far reaching amend-
ments with little or no debate.

Fast-track procedures for the consideration of bills are not the
norm in the Senate and should be invoked rarely. These procedures
were used to approve a list of military base closings, because the
topic was a narrow one and there was no danger of Senators pro-
posing fundamental changes to important programs. Fast-track
procedures are also used on budget reconciliation bills, but only
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with the added protections of the Byrd Rule barring amendments
on extraneous matters and the subject matter limitations which re-
stricts floor amendments to mandatory spending programs. Even
with these added protections, the result this year has been votes
on complex amendments with virtually no discussion. Debate itself
has been silenced by hours of roll call votes. We should be finding
ways to limit the abuses of this process, not extend the process to
another bill, especially one that could reach across such a wide
spectrum of government programs.

The corporate subsidies bill could conceivably propose hundreds
of statutory changes, followed by a mountain of amendments pro-
posing different changes. When combined with time limits on de-
bate and a lack of adequate subject matter limitations on amend-
ments, the result could be budget reconciliation magnified twice
over.

To prevent that result, its seems to me that one of two courses
must be followed. Either the 30-hour, 1-hour and 5-hour time limits
must be lifted, or additional subject matter restrictions on Senate
floor amendments must be imposed.

Sponsors of S. 1376 acknowledge some discomfort with the fast-
track procedures in the bill, but content that these procedures are
their only way to force Congress to trim inequitable corporate sub-
sidies. But I believe a distinction could and should be made with
respect to the types of fast-track procedures being proposed. Those
in the first half of the bill, which identify inequitable subsidies and
bring a bill to the Senate floor, do no great harm to the Senate as
an institution. But those that apply after a bill has been brought
to the Senate floor, imposing severe time limits on debate, under-
mine adequate consideration of important issues.

I hope to work with the bill sponsors, who have shown much
comity in accepting other suggestions to improve their bill, to ei-
ther lift the time limits or develop additional subject matter limita-
tions for Senate floor amendments. Only with additional protec-
tions will we be able to avoid the legislative dangers, including se-
vere restrictions on debate, that could result from this well-in-
tended bill.

CARL LEVIN.



X. CHANGES TO EX1STING LAW

In compliance with paragraph 12 of Rule XXVI of the Standing
Rules of the Senate, changes in existing law made by S. 1376, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, exist-
ing law in which no change is proposed is shown in roman):

There are no modifications of existing law. The full text of the
bill is new language as follows:

SECTION 1. SHORT TITLE.

This Act may be cited as the “Corporate Subsidy Review, Reform,
and Termination Act of 1996”.

SEC. 2. FINDINGS.
The Congress finds that—

(1) Federal subsidies, including tax advantages, which may
have been enacted with a valid purpose for specific industries
or industry segments can—

(A) fall subject to abuse, causing unanticipated and un-
Jjustified windfalls to some industries and industry seg-
ments; or

(B) become obsolete, anticompetitive, or no longer in the
public interest, making such subsidies unnecessary or
undesired;

(2) it is unfair to force the United States taxpayer to support
unnecessary subsidies, including tax advantages, that do not
provide a substantial public benefit or serve the public interest;

(3) the Congress and the President have been unable to evalu-
ate methodically those Federal subsidies that are unfair and
unnecessary and require reform or elimination; and

(4) a Commission to advise the President and Congress is es-
sential to a comprehensive review of such unfair corporate sub-
sidies and to the reform or elimination of such subsidies.

SEC. 3. PURPOSE.

The purpose of this Act is to establish a fair and deliberative
process that will result in the timely identification, review, and re-
form or elimination of unnecessary and inequitable subsidies, in-
cluding tax advantages, provided by the Federal Government to en-
tities or industries engaged in profitmaking enterprises.

SEC. 4. DEFINITION.
For purposes of this Act, the term “inequitable Federal subsidy”
means a payment, benefit, service, or tax advantage that—

(1) is provided by the Federal Government to any corporation,
partnership, joint venture, association, or business trust, not to
include—

(A) a nonprofit organization described under section
501(c)(3) of the Internal Revenue Code of 1986 that is ex-

(20)
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empt from taxation under section 501(a) of the Internal
Revenue Code of 1986; or

(B) a State or local government or Indian Tribe;

(2) is provided without a reasonable expectation, dem-
onstrated with the use of reliable performance criteria, that ac-
tions or activities undertaken or performed in return for such
payment, benefit, service, or tax advantage would result in a re-
turn or benefit, quantifiable or nonquantifiable, to the public at
least as great as the payment, benefit, service, or tax advantage;

(3) provides an unfair competitive advantage or financial
windfall; and

(4) shall not include a payment, benefit, service, or tax advan-
tage that—

(A)(i) is awarded for the purposes of research and devel-
opment in the broad public interest on the basis of a peer
review or other open, competitive, merit-based procedure;

(i) is for a purpose consistent with the mission of the
agency;

(iii) supports competing technologies at levels appropriate
to their potential, as determined by an appropriate priority
setting process; and

(iv) is for research and development that the private sec-
tor cannot reasonably be expected to undertake without
Federal support at a level or in a time frame consistent
with the payment, benefit, service, or tax advantage’s poten-
tial to provide broad economic or other public benefit;

(B) primarily benefits public health, safety, the environ-
ment, or education;

(C) is necessary to comply with international trade or
treaty obligations;

(D) is certified by the United States Trade Representative
as specifically intended and as substantially needed to pro-
tect the foreign trade interests of the United States; or

(E) is for the purpose of procurement of property or serv-
ices by the United States Government.

SEC. 5. THE COMMISSION.

(a) ESTABLISHMENT.—There is established an independent com-
mission to be known as the “Corporate Subsidy Review, Reform,
and Termination Commission” (hereafter in this Act, referred to as
the “Commission”).

(b) DuTIES.—The Commission shall—

(1) examine the programs and tax laws of the Federal Gov-
ernment and identify programs and tax laws that provide in-
equitable Federal subsidies;

(2) review inequitable Federal subsidies; and

(3) submit the report required under section 6(b) to the Presi-
dent and the Congress.

(¢) LIMITATIONS.—

(1) CREATION OF NEW PROGRAMS OR TAXES.—This Act is not
intended to result in the creation of new programs or taxes, and
the Commission established in this section shall limit its activi-
ties to reviewing existing programs or tax laws with the goal of
ensuring fairness and equity in the operation and application
thereof.
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(2) ELIMINATION OF AGENCIES AND DEPARTMENTS.—The Com-
mission shall limit its recommendations to the termination or
reform of payments, benefits, services, or tax advantages, rather
than the termination of Federal agencies or departments.

(d) Abvisory CoMMITTEE.—The Commission shall be considered
an advisory committee within the meaning of the Federal Advisory
Committee Act (5 U.S.C. App.).

(e) APPOINTMENT.—

(1) MEMBERS.—The Commissioners shall be appointed for the
li/;i of the Commission and shall be composed of 9 members of
whom—

s (A) 3 shall be appointed by the President of the United

tates;

(B) 2 shall be appointed by the Speaker of the House of
Representatives;

(C) 1 shall be appointed by the Minority Leader of the
House of Representatives;

(D) 2 shall be appointed by the Majority Leader of the
Senate; and

(E) 1 shall be appointed by the Minority Leader of the
Senate.

(2) CONSULTATION REQUIRED.—The President, the Speaker of
the House of Representatives, the Minority Leader of the House
of Representatives, the Majority Leader of the Senate, and the
Minority Leader of the Senate shall consult among themselves
prior to the appointment of the members of the Commission in
order to achieve, to the maximum extent possible, fair and equi-
table representation of various points of view with respect to the
matters to be studied by the Commission under subsection (b).

(3) NOMINATIONS.—After the date of the Presidential inau-
guration in January 1997 and before January 31, 1997, the
President shall submit to the Senate the names of 3 individuals
for appointment to the Commission.

(4) FAILURE TO APPOINT.—If the President does not submit to
Congress the names of 3 individuals for appointment to the
Commission on or before the date specified in paragraph (3),
the process established under this Act shall be terminated.

(5) CHAIRMAN.—At the time the President nominates individ-
uals for appointment to the Commission the President shall
designate 1 such individual who shall serve as Chairman of the
Commission.

(6) BACKGROUND.—The members shall represent a broad
array of expertise covering, to the extent practical, all subject
matter, programs, and tax laws the Commission is likely to re-
view.

(f) TErRMS.—Each member of the Commission including the
Chairman shall serve until the termination of the Commission.

(g) MEETINGS.—

(1) INITIAL MEETING.—No later than April 1, 1997, the Com-
mission shall conduct its first meeting.

(2) OPEN MEETINGS.—Each meeting of the Commission shall
be open to the public. In cases where classified information,
trade secrets, or personnel matters are discussed, the Chairman
may close the meeting. All proceedings, information, and delib-
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erations of the Commission shall be available, upon request, to
the Chairman and Ranking Member of the relevant committees
of Congress.

(h) VACANCIES.—A vacancy on the Commission shall be filled in
the same manner as the original appointment, but the individual
appointed to fill the vacancy shall serve only for the unexpired por-
tion of the term for which the individual’s predecessor was ap-
pointed.

(i) PAY AND TRAVEL EXPENSES.—

(1) PAy.—Notwithstanding section 7 of the Federal Advisory
Committee Act (5 U.S.C. App.), each Commissioner, other than
the Chairman, shall be paid at a rate equal to the daily equiva-
lent of the minimum annual rate of basic pay for level IV of the
Executive Schedule under section 5315 of title 5, United States
Code, for each day (including travel time) during which the
member is engaged in the actual performance of duties vested
in the Commission.

(2) CHAIRMAN.—Notwithstanding section 7 of the Federal Ad-
visory Committee Act (5 U.S.C. App.), the Chairman shall be
paid for each day referred to in paragraph (1) at a rate equal
to the daily payment of the minimum annual rate of basic pay
payable for level III of the Executive Schedule under section
5314 of title 5, United States Code.

(3) TRAVEL EXPENSES.—Members shall receive travel ex-
penses, including per diem in lieu of subsistence, in accordance
with sections 5702 and 5703 of title 5, United States Code.

(j) DIRECTOR OF STAFF.—

(1) QUALIFICATIONS.—The Chairman shall appoint a Director
who has not served in any of the entities or industries that the
Commission intends to review during the 12 months preceding
the date of such appointment.

(2) PAy.—Notwithstanding section 7 of the Federal Advisory
Committee Act (5 U.S.C. App.), the Director shall be paid at the
rate of basic pay payable for level IV of the Executive Schedule
under section 5315 of title 5, United States Code.

(3) REPORTS.—On administrative and personnel matters, the
Director shall submit periodic reports to the Chairman of the
Commission and the Chairman and Ranking Member of the
Committee on Governmental Affairs of the Senate and the Com-
mittee on Government Reform and Oversight of the House of the
Representatives.

(k) STAFF.—

(1) ADDITIONAL PERSONNEL.—Subject to paragraphs (2) and
(4), the Director, with the approval of the Commission, may ap-
point and fix the pay of additional personnel.

(2) APPOINTMENTS.—The Director may make such appoint-
ments without regard to the provisions of title 5, United States
Code, governing appointments in the competitive service, and
any personnel so appointed may be paid without regard to the
provisions of chapter 51 and subchapter III of chapter 53 of
that title relating to classification and General Schedule pay
rates.

(3) DETAILEES.—Upon the request of the Director, the head of
any Federal department or agency may detail any of the person-
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nel of that department or agency to the Commission to assist
the Commission in accordance with an agreement entered into
with the Commission.

(4) RESTRICTIONS ON PERSONNEL AND DETAILEES.—The fol-
lowing restrictions shall apply to personnel and detailees of the
Commission:

(A) PERSONNEL.—No more than one-third of the person-
nel detailed to the Commission may be on detail from Fed-
eral agencies that deal directly or indirectly with the Fed-
eral subsidies the Commission intends to review.

(B) ANALYSTS.—No more than one-fifth of the profes-
sional analysts of the Commission may be persons detailed
from a Federal agency that deals directly or indirectly with
the Federal subsidies the Commission intends to review.

(C) LEAD ANALYST.—No person detailed from a Federal
agency to the Commission may be assigned as the lead pro-
fessional analyst with respect to an entity or industry the
Commission intends to review if the person has been in-
volved in regulatory or policy-making decisions affecting
any such entity or industry in the 12 months preceding
such assignment.

(D) DETAILEE.—A person may not be detailed from a
Federal agency to the Commission if, within 12 months be-
fore the detail is to begin, that person participated person-
ally and substantially in any matter within that particular
agency concerning the preparation of recommendations
under this Act.

(E) FEDERAL OFFICER OR EMPLOYEE.—No member of a
Federal agency, and no officer or employee of a Federal
agency, may—

(i) prepare any report concerning the effectiveness,
fitness, or efficiency of the performance on the staff of
the Commission of any person detailed from a Federal
agency to that staff;

(ii) review the preparation of such report; or

(iii) approve or disapprove such a report.

(F) LIMITATION ON STAFF SIZE.—(i) Subject to clause (ii),
there may not be more than 25 persons (including any
detailees) on the staff at any time.

(it) The Commission may increase personnel in excess of
the limitation under clause (i), 15 days after submitting no-
tification of such increase to the Committee on Govern-
mental Affairs of the Senate and the Committee on Govern-
ment Reform and Oversight of the House of Representa-
tives.

(G) LIMITATION ON FEDERAL OFFICER.—No member of a
Federal agency and no employee of a Federal agency may
serve as a Commissioner or as a paid member of the staff.

(5) ASSISTANCE.—

(A) IN GENERAL.—The Comptroller General of the United
States may provide assistance, including the detailing of
employees, to the Commission in accordance with an agree-
ment entered into with the Commission.
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(B) CONSULTATION.—The Commission and the Comptrol-
ler General of the United States shall consult with the
Committee on Governmental Affairs of the Senate and the
Committee on Government Reform and Quversight of the
House of Representatives on the agreement referred to
under subparagraph (A) before entering into such agree-
ment.

(1) OTHER AUTHORITY.—

(1) EXPERTS AND CONSULTANTS.—The Commission may pro-
cure by contract, to the extent funds are available, the tem-
porary or intermittent services of experts or consultants pursu-
ant to section 3109 of title 5, United States Code.

(2) LEASING.—The Commission may lease space and acquire
personal property to the extent that funds are available.

(m) FUNDING.—

(1) CoMMmISSION.—There are authorized to be appropriated to
the Commission such funds as are necessary to carry out its du-
ties under this Act.

(2) COMPTROLLER GENERAL.—There are authorized to be ap-
propriated to the Comptroller General of the United States such
funds as are necessary to carry out its duties under subsection
(k)(5) and section 6(b)(5).

(n) TERMINATION.—The Commission shall terminate on Septem-
ber 1, 1998.
SEC. 6. PROCEDURE FOR MAKING RECOMMENDATIONS TO TERMINATE

CORPORATE SUBSIDIES.

(a) AGENCY PLAN.—

(1) IN GENERAL.—No later than April 1, 1997, or the date
budget documents are submitted to Congress in 1997, whichever
is earlier, in support of the budget of each Federal department
or agency, the head of each department or agency shall include
in such documents a list identifying all programs or tax laws
that the head of the department or agency determines provide
inequitable Federal subsidies.

(2) CONTENTS.—Such a list shall include—

(A) a detailed description of each program or tax law in
question;

(B) a statement detailing the extent to which a payment,
benefit, service, or tax advantage meets the provisions of
section 4;

(C) a statement summarizing the legislative history and
purpose of such payment, benefit, service, or tax advantage,
and the laws or policies directly or indirectly giving rise to
the need for such programs or tax laws; and

(D) a recommendation to the Commission regarding ac-
tions to be taken under section 5(b)(3).

(3) INTERNATIONAL TRADE PROGRAMS.—As part of its agency
plan submitted pursuant to this subsection, the United States
Trade Representative shall survey all federally supported inter-
national trade programs in all Federal agencies and shall cer-
tify to the Commission which of those programs meet the re-
quirements of section 4(4)(D). The Trade Representative shall
provide the Commission a detailed statement of the reasons
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e<lzch program was or was not so certified as part of its agency
plan.
(b) REVIEW AND RECOMMENDATIONS BY THE COMMISSION.—

(1) REVIEW AND HEARINGS.—At any time after the submission
of the budget documents to Congress, the Commission shall con-
duct public hearings on the recommendations included in the
lists required under subsection (a). All testimony before the
Commission at a public hearing conducted under this para-
graph shall be presented under oath.

(2) REPORT OF COMMISSION.—

(A) REPORT TO PRESIDENT.—No later than November 30,
1997, the Commission shall submit a report to the Presi-
dent containing the Commission’s findings and rec-
ommendations for termination, modification, or retention of
each of the inequitable Federal subsidies reviewed by the
Commuission. Such findings and recommendations shall
specify—

(1) all actions, circumstances, and considerations re-
lating to or bearing upon the recommendations; and

(it) to the maximum extent practicable, the estimated
effect of the recommendations upon the policies, laws
and programs directly or indirectly affected by the rec-
ommendations.

(B) CHANGES IN RECOMMENDATIONS.—Subject to the
deadline in subparagraph (A), in making its recommenda-
tions, the Commission may make changes in any of the rec-
ommendations made by a department or agency if the Com-
mission determines that such department or agency devi-
ated substantially from the provisions of section 4.

(C) CHANGES.—In the case of a change in the rec-
ommendations made by a department or agency, the Com-
mission may make the change only if the Commission—

(i) makes the determination required under subpara-
graph (B); and

(it) conducts a public hearing on the Commission’s
proposed changes.

(D) APPLICATION.—Subparagraph (C) shall apply to a
change by the Commission in a department or agency rec-
ommendation that would—

(i) add or delete a payment, benefit, service, or tax
advantage to the list recommended for termination;

(ii) add or delete a payment, benefit, service, or tax
advantage to the list recommended for modification; or

(iii) increase or decrease the extent of a recommenda-
tion to modify a payment, benefit, service, or tax ad-
vantage included in a department’s or agency’s rec-
ommendation.

(3) JUSTIFICATION.—The Commission shall explain and jus-
tify in the report submitted to the President under paragraph
(2) any recommendation made by the Commission that is dif-
ferent from a recommendation made by an agency under sub-
section (a).

(4) REPORT TO CONGRESS.—After November 30, 1997, or after
the date the Commission submits recommendations to the Presi-
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dent, the Commission shall, upon request, promptly provide to
any Member of Congress the information used by the Commis-
sion in making its recommendations.

(5) COMPTROLLER GENERAL.—The Comptroller General of the
United States shall—

(A) assist the Commission, to the extent requested, in the
Commission’s review and analysis of the list, statements,
and recommendations made by departments and agencies
under subsection (a); and

(B) no later than 60 days after April 1, 1997, or the pub-
lic release of the President’s budget documents in 1997,
whichever is earlier, submit to the Congress and to the
Commission a report containing a detailed analysis of the
list, statements, and recommendations of each department
or agency.

(c) REVIEW BY THE PRESIDENT.—

(1) IN GENERAL.—No later than December 31, 1997, the Presi-
dent shall submit a report to the Commission and to the Con-
gress containing the President’s approval or disapproval of the
Commission’s recommendations submitted under subsection (b).

(2) APPROVAL.—If the President approves all the rec-
ommendations of the Commission, the President shall submit a
copy of such recommendations to the Congress, together with a
certification of such approval.

(3) DISAPPROVAL.—If the President disapproves the rec-
ommendations of the Commission in whole or in part, the Presi-
dent shall submit to the Commission and the Congress the rea-
sons for that disapproval. The Commission shall then submit to
the President, no later than February 1, 1998, a revised list of
recommendations.

(4) REVISION.—If the President approves all of the revised rec-
ommendations of the Commission submitted to the President
under paragraph (3), the President shall submit a copy of such
revised recommendations to the Congress, together with a cer-
tification of such approval.

(5) APPROVAL OF ENTIRE PACKAGE.—The President may only
submit an approval certificate that pertains to the entire pack-
age of recommendations submitted by the Commission under
subsection (b)(2) or paragraph (3) of this subsection.

(6) FAILURE TO SUBMIT.—If the President does not submit to
the Congress an approval and certification described in para-
graph (2) or (4) by February 15, 1998, the process established
under this Act shall be terminated.

SEC. 7. CONGRESSIONAL CONSIDERATION.

(a) SUBMISSION OF RECOMMENDATIONS OF THE PRESIDENT.—If
the President submits the Commission recommendations to the Con-
gress under section 6(c) (2) or (4), such recommendations shall be
accompanied by information specifying—

(1) the reasons and justifications for the recommendations;

(2) to the maximum extent practicable, the estimated fiscal,
economic, and budgetary impact of accepting the recommenda-
tions;

(3) the amount of the projected savings resulting from each
recommendation;
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(4) all actions, circumstances, and considerations relating to
or bearing upon the recommendations and to the maximum ex-
tent practicable, the estimated effect of the recommendations
upon the policies, laws and programs directly or indirectly af-
fected by the recommendations; and

(5) the specific changes in Federal statute necessary to imple-
ment the recommendations.

(b) SUBMISSION OF RECOMMENDATIONS TO THE SENATE AND
HoOUSE OF REPRESENTATIVES.—

(1) SUBMISSION TO CONGRESS.—The recommendations sub-
mitted by the President to the Congress under subsection (a)
shall be submitted to the Senate and the House of Representa-
tives on the same day, and shall be delivered to the Secretary
of the Senate if the Senate is not in session, and to the Clerk
of the House of the Representatives if the House is not in ses-
sion.

(2) FEDERAL REGISTER.—Any recommendations and accom-
panying information submitted under subsection (a) shall be
printed in the first issue of the Federal Register after such sub-
mission.

(¢) INTRODUCTION.—

(1) DATE OF INTRODUCTION.—The Majority Leader of the Sen-
ate or his designee, and the Speaker of the House of Representa-
tives, or his designee, shall introduce a bill (or bills as provided
under paragraph (2)) that implements the recommendations
submitted by the President under subsection (a), no later than
the later of 14 calendar days in session after the date on
which—

(A) the Senate or the House of Representatives received
the recommendations submitted by the President under
subsection (a), if the Senate or the House of Representatives
(as applicable) is in session on the date of such submission;
or

(B) the Senate or the House of Representatives is first in
session after such recommendations are submitted, if the
Senate or the House of Representatives (as applicable) is
not in session on the date of such submission.

(2) MuLTIPLE BILLS.—The Majority Leader of the Senate, or
his designee, or the Speaker of the House of Representatives, or
his designee, shall introduce a bill or separate bills ensuring
that all such recommendations will be implemented.

(d) COMMITTEE REFERRAL AND ACTION.—

(1) IN GENERAL.—Any committee to which a bill or bills intro-
duced under subsection (c) is referred shall report such bill no
later than 120 calendar days after the date of referral. Any such
reported bill shall be referred to the Committee on Govern-
mental Affairs of the Senate or the Committee on Government
Reform and QOversight of the House of Representatives, as appli-
cable.

(2) DISCHARGE.—If a committee does not report a bill within
the 120-day period as provided under paragraph (1), such bill
shall be discharged from the committee and referred to the
Committee on Governmental Affairs of the Senate or the Com-
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mittee on Government Reform and Oversight of the House of
Representatives, as applicable.

(3) REPORT TO FLOOR; CONSOLIDATION.—

(A) IN GENERAL.—No later than the first day the Senate
or the House of Representatives (as applicable) is in session
following 10 calendar days in session after the end of the
120-day period described under paragraphs (1) and (2), the
Committee on Governmental Affairs of the Senate and the
Committee on Government Reform and QOversight of the
House of Representatives, as applicable, shall—

(i) consolidate all bills referred under paragraphs (1)
and (2) into a single bill (without substantive amend-
ment) and report such bill to the Senate or the House
of Representatives; or

(ii) if only 1 bill is referred under paragraph (1) or
(2), report such bill (without amendment) to the Senate
or House of Representatives.

(B) LEGISLATIVE CALENDAR.—The bill reported under
subparagraph (A) shall be placed on the legislative cal-
endar of the appropriate House.

(¢) PROCEDURE IN SENATE AFTER REPORT OF COMMITTEE; DE-
BATE; AMENDMENTS.—

(1) DEBATE ON BILL.—Debate in the Senate on a bill reported
by the Committee on Governmental Affairs under subsection
(d)(3), and all amendments thereto and debatable motions and
appeals in connection therewith, shall be limited to not more
than 30 hours. The time shall be equally divided between, and
controlled by, the Majority Leader and Minority Leader or their
designees.

(2) DEBATE ON AMENDMENTS.—Debate in the Senate on any
amendment to the bill shall be limited to 1 hour, to be equally
divided between, and controlled by, the mover and the manager
of the bill, and debate on any amendment to an amendment,
debatable motion, or appeal shall be limited to 30 minutes, to
be equally divided between, and controlled by, the mover and
the manager of the bill, except that in the event the manager
of the bill is in favor of any such amendment, motion or appeal,
the time in opposition thereto shall be controlled by the Minor-
ity Leader or his designee. The manager of the bill, the Majority
Leader, or the Minority Leader may, from the time under their
control on the passage of the bill, allot additional time to any
Senator during the consideration of any amendment to the bill.

(3) LIMIT OF DEBATE.—(A) A motion to further limit debate is
not debatable. A motion to recommit is not in order.

(B) No amendment not germane to the bill reported by the
Committee on Governmental Affairs under subsection (d)(3)
shall be in order.

(4) CONFERENCE REPORTS.—

(A) MOTION TO PROCEED.—A motion to proceed to the
consideration of the conference report on a bill subject to
the procedures of this section and reported to the Senate
may be made even though a previous motion to the same
effect has been disagreed to.
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(B) TIME LIMITATION.—The consideration in the Senate of
the conference report on the bill and any amendments in
disagreement thereto, including all debatable motions and
appeals in connection therewith, shall be limited to 5
hours, to be equally divided between, and controlled by, the
Majority Leader and Minority Leader or their designees.
Debate on any debatable motion, appeal related to the con-
ference report, or any amendment to an amendment in dis-
agreement, shall be limited to 30 minutes, to be equally di-
vided between, and controlled by, the mover and the man-
ager of the conference report (or a message between
Houses).

(f) PROCEDURE IN HOUSE OF REPRESENTATIVES AFTER REPORT OF
THE COMMITTEE; DEBATE.—

(1) MoTION TO CONSIDER.—When the Committee on Govern-
ment Reform and Quversight of the House of Representatives re-
ports a bill under subsection (d)(3) it is in order (at any time
after the fifth day (excluding Saturdays, Sundays, and legal
holidays) following the day on which any committee report filed
on a bill referred under subsection (d)(1) to the Committee on
Government Reform and QOversight has been available to Mem-
bers of the House) to move to proceed to the consideration of the
bill reported to the House of Representatives. The motion is
highly privileged and is not debatable. An amendment to the
motion is not in order, and it is not in order to move to recon-
sider the vote by which the motion is agreed to or disagreed to.

(2) DEBATE.—General debate on the bill in the House of Rep-
resentatives shall be limited to not more than 10 hours, which
shall be divided equally between the majority and minority par-
ties. A motion further to limit debate is not debatable. A motion
to postpone debate is not in order, and it is not in order to move
to reconsider the vote by which the bill is agreed to or disagreed
to.

(3) TERMS OF CONSIDERATION.—Consideration of the bill by
the House of Representatives shall be in the Committee of the
Whole, and the bill shall be considered for amendment under
the 5-minute rule in accordance with the applicable provisions
of rule XXIII of the Rules of the House of Representatives. After
the committee rises and reports the bill back to the House, the
previous question shall be considered as ordered on the bill and
any amendments thereto to final passage without intervening
motion.

(4) LIMIT ON DEBATE.—Debate in the House of Representa-
tives on the conference report on a bill subject to the procedures
under this section and reported to the House of Representatives
shall be limited to not more than 5 hours, which shall be di-
vided equally between the majority and minority parties. A mo-
tion further to limit debate is not debatable. A motion to recom-
mit the conference report is not in order, and it is not in order
to move to reconsider the vote by which the conference report is
agreed to or disagreed to. A motion to postpone is not in order.

(5) APPEALS.—Appeals from decisions of the Chair relating to
the application of the Rules of the House of Representatives to
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Zhe procedure relating to the bill shall be decided without de-
ate.

(g¢) RULES OF THE SENATE AND HOUSE OF REPRESENTATIVES.—
This section is enacted by Congress—

(1) as an exercise of the rulemaking power of the Senate and
the House of Representatives, respectively, but applicable only
with respect to the procedure to be followed in that House in the
case of a bill under this section, and it supersedes other rules
only to the extent that it is inconsistent with such rules; and

(2) with full recognition of the constitutional right of either
House to change the rules as far as relating to the procedure
of that House at any time, in the same manner, and to the same
extent as in the case of any other rule of that House.

Amend the title so as to read: “A bill to review, reform, and ter-
minate unnecessary and inequitable Federal subsidies.”.
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